THE ECONOMIC  CRISIS	653
Fascisti had been placed in power in Italy ten years earlier;
and the new Government declared that it would neither go on
paying reparations nor be bound by the clauses of the Versailles
Treaty which limited German armaments. It passionately
repudiated the " War Guilt" clause, and resigned from the
League of Nations because the other Powers still refused to
treat Germany as an equal.
The most disastrous trade slump in history overtook the
world in 1930, and caused unemployment on a ruinous scale in
every industrial country. There were two main causes of this.
Firstly, the Great War had been fought mainly on credit, and
the fearful expenditure of wealth that it involved (Britain spent
about £7,000,000 a day on it in 1917-18) has to be made up
sooner or later. Secondly, man has developed methods of
production far beyond his capacity to exchange the goods thus
produced; and this has been accentuated by the economic
nationalism which has made every country frantically eager to
prevent other countries from competing with its own produce.
The Second Labour Government (1929-31) was in office
when this " economic blizzard " struck the country. There
was some danger that the Government would be unable to meet
its financial obligations. The Prime Minister (Mr. Ramsay
MacDonald) and the Chancellor of the Exchequer (Mr. Philip
Snowden) proposed to meet the crisis by drastic reductions in
expenditure as well as substantial increases in taxation; but
some of their colleagues resigned rather than support a " cut"
in unemployment benefit. Their places were filled by Conser-
vatives and Liberals, who thus combined under a Labour
Premier to form a National Government. The policy of Free
Trade was abandoned in favour of duties and other restrictions
on foreign imports, with a view to keeping the home market
for British manufactures; and taxation, already higher than
in any other country in the world, was made higher still. Within
a year the dangerous corner had been safely turned, and the
country had been placed once more safely on the slow and
difficult road to renewed prosperity.

